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Economic  globalization  puts  businesses  and  countries  facing  new  opportunities  and 
challenges and engenders a high degree of uncertainty/risk. Portugal, facing this new global 
environment, has been experiencing poor economic performance, growing in the last decade 
at a rate lower than the European Union’s average. 
How to seize opportunities and overcome challenges, while at the same time ensuring the 
desired convergence? This challenge is put in terms of the relations between the regulatory 
and economic policies  of  States  and the competitiveness  of nation-States.  Using concrete 
examples, in particular the Portuguese case, we will attempt to answer the question: does the 
existence (or absence) of a collective strategy, understood as a concerted strategy between the 
State and companies, their associations and other institutions, produce significant impact on 
the competitiveness of Nations? 
To answer this question, the analysis will focus on the following topics: challenges posed by 
globalization in terms of competitiveness of countries; evolution of the Portuguese economy, 
between 1975 and 2007, compared to those of Finland, Ireland and South Korea, countries of 
recognized success in the context of globalization; lessons that can be drawn concerning the 
presence or absence of a collective strategy and its impact on the competitiveness of these 
countries. 
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INTRODUCTION 
Economic globalization – “the ongoing process of greater interdependence among countries, 
reflected in the increasing amount of cross-border trade in goods and services, the increasing 
volume of international financial flows, and increasing flows of labor” (Fisher, 2003: 3) – is 
changing  the  world;  “it  has  eroded  old  certainties  and  aroused  new  fears”  (European 
Commission, 2007c: 3). 
This  reality  poses  serious  challenges  to  the  competitiveness  of  businesses,  industries  and 
countries (Dunning, 1997; Porter, 2008). Portugal, being an open economy, faces inevitably 
these  challenges.  However,  it  has  been  experiencing  poor  economic  performance,  not 
converging to the average of the European Union (EU) since 2000 (MEI, 2007), and it has 
serious structural weaknesses that restrain future developments, while "the short-term outlook 
remains worrisome, as the external environment is not expected to be as benign as in recent 
years" (OECD, 2008h: 3). 
How to seize opportunities and overcome challenges, while at the same time ensuring the 
desired convergence? Being this the key challenge facing the State, businesses, civil society 
organizations and the citizens in general, the question is what strategy will enable “Embracing 
the new global environment and maximizing the gains from integration in the world economy, 
by  enhancing  the  business  environment,  strengthening  competition  and  upgrading 
infrastructure” (OECD, 2008h: 4).  
We put this challenge in terms of the relations between the regulatory and economic policies 
of  States  (and  their  systemic  configuration),  and  the  competitiveness  of  nation-States  as 
defined by Porter (1990, 2008), in the face of globalization – “the topic of macro-organization 
is, itself, worthy of more study than is has so far had” (Dunning, 1997: 62). Using concrete 
examples,  in  particular  the  Portuguese  case,  we  will  attempt  to  answer  the  question:  the 
existence or absence of a collective strategy, understood as a concerted strategy between the 
State and companies and their associations, and other institutions, produces significant impact 
on the competitiveness of Nations? 
The analysis will be structured as follows. In section 1.1, in the form of literature review, the 
concept  of  collective  strategy  will  be  clarified.  In  section  1.2,  we  will  identify  the 
opportunities and, above all, the challenges posed by globalization to the competitiveness of 
Nations, on the basis of the relevant literature.  3 
 
In the second section, we will compare the economic performance of Portugal with those of 
Finland,  Ireland  and  South  Korea,  countries  often  held  up  as  success  stories  during  the 
process of globalization. Using studies of these cases, we will identify the strategies followed, 
trying to draw conclusions about the presence or absence of a collective strategy and the 
implementation of the OECD’s "Framework RIA" (OECD, 2008). 
To  complement  the  comparative  analysis,  in  the  third  section  we  will  estimate  the 
contribution of total factor productivity (TFP) for economic growth in Finland, Ireland and 
Portugal, in those periods in which there was a collective strategy in Finland and Ireland as 
opposed to its absence in Portugal. The exclusion of South Korea of this analysis is due to the 
unavailability of data on the stock of productive capital in this country. We will then estimate, 
by regression analysis and based on those calculations, the potential positive impact of the 
presence of a collective strategy on economic growth, via total factor productivity. 
In conclusion, we will try to answer the question posed. 4 
 
1.    AN OVERVIEW OF LITERATURE  
1.1. On the concept of collective strategy 
We could perhaps root the emergence of the concept of collective strategy applied to strategic 
thinking and planning, in the seminal article of Astley and Fombrun (1983). Therein, the 
authors proposed the concept – "collective strategy: the joint mobilization of resources and 
formulation of action within collectivities of organizations" (Astley and Fombrun, 1983: 578) 
– and underlined its necessity. 
As to its necessity, Astley and Fombrun (1983) argued that the preservation of the concept of 
strategic planning as a proactive process is possible if one takes into account the role played 
by organizations as constituent members of an over-arching inter-organizational collectivity. 
Thus  there  is  an  increasing  emergence  of  structures  of  collective  action,  ranging  from 
informal  arrangements  to  formal  devices  such  as  joint  ventures,  mergers  and  business 
networks.  
The need for a collective strategy is also justified, according to Astley and Fombrun (1983), 
by the "turbulence" that increasingly characterizes the environment of modern societies as 
their elements become more densely interconnected and interdependent.  
Interdependence in itself is not a problem, if it can be controlled. The turbulence comes, 
however, from environmental interdependencies that emerge and remain unclear for the focal 
organization  (organization  focused  on  objectives);  and  turbulent  environments  exist  when 
organizations  feel  difficulties  in  selecting  a  viable  course  of  action.  The  solution  to  this 
problem  lies,  therefore,  in  "interactive  planning"  and  "future-responsive  social  learning" 
(Astley and Fombrun, 1983: 577). The objective of such actions is the creation of a shared 
domain in which organizations can collectively, but not independently, maintain control over 
their destinies. 
Astley and Fombrun (1983) conclude by emphasizing the importance of collective aspects of 
inter-organizational life, which justify implementing collective strategies. However, they do 
not  consider  that  the  implementation  of  collective  strategy  should  replace  the  traditional 
emphasis on business and corporate strategy, but it should be complementary. 
The idea of the need for change in the form of governance is also conveyed by public entities. 
In this context, we must highlight the OECD, which has been developing and promoting 
studies and conferences about the challenges and changes that are needed for governance. A 5 
 
conference entitled "21st Century Governance: Power in the Global Knowledge Economy and 
Society", held in March 2000 (OECD, 2001), exposed some of the fundamental traits of these 
changes. 
At  that  Conference,  Paquet  (2001:  192)  proposed  the  concepts  of  "Strategic  State"  and 
"Collaborative Governance": the conventional panoply of policy instruments in the nation-
States, based on fence-keeping, centralization and distribution, do not allow eliminating the 
co-ordination failures in the learning economy; "the new strategic State, focused on enabling 
effective social learning, must develop the required new instruments by effecting a significant 
reframing of the vocation of the State" – away from tinkering with static resource allocation 
and redistribution, and toward a significant involvement in fostering "dynamic Schumpeterian 
efficiency" and enhancing the collective learning power of the economy; what can be effected 
in  these  ways:  catalyzing  the  social  learning  cycle;  redesigning  the  organizational 
architecture;  and  rethinking  foundational  values,  that  is,  promoting  and  providing  a  new 
dominant logic. 
In  this  context,  the  OECD  (2008)  has  been  developing  and  proposing  an  Institutional 
Framework for Regulatory Impact Analysis (RIA), defining RIA as a "systematic policy tool 
used  to  examine  and  measure  the  likely  benefits,  costs  and  effects  of  new  and  existing 
regulation (…) and an analytical report for assisting decision makers "(OECD, 2008: 14). 
Situating the issue of concerted action of companies, governments and institutions in the field 
of  competitiveness  or  of  companies,  or  of  the  territories  and  Nations,  Michael  E.  Porter 
(Porter, 1998) says that the way clusters operate suggests a new agenda for collective action 
in the private sector. (…) In the past the collective action in the private sector has focused on 
seeking  government subsidies and special favors that often distorted competition. But the 
executives’ long-term interests will be better served by working to promote a higher plane of 
competition.  They  can  begin  by  rethinking  the  role  of  trade  associations.  (…)  Trade 
associations can provide a forum for the exchange of ideas and a focal point for collective 
action  in  overcoming  obstacles  to  productivity  and  growth.  In  turn,  governments  –  both 
national and local – have new roles to play. They must ensure the supply of high-quality 
inputs  such  as  physical  infrastructure  and  educated  citizens.  They  must  set  the  rules  of 
competition, (…) so that productivity and innovation will govern success in the economy. 
Also, governments should promote cluster formation and upgrading and the buildup of public 
and quasi-public goods that have a significant impact on many linked businesses. Finally, 
business leaders, governments and institutions all have a stake – and a role to play – in the 6 
 
new  economics  of  competition.  Clusters  reveal  the  mutual  dependence  and  collective 
responsibility of all these entities for creating the conditions for productive competition. 
The contribution of Dunning and co-authors (Dunning, 1997) for the framing of the issue of 
concerted  action  among  governments,  companies  and  institutions  in  the  field  of 
competitiveness, should also be noted. 
However,  for  the  purposes  of  this  paper,  including  answering  the  central  question,  it  is 
essential to turn the concept of collective strategy operative.  
Thus, based on the literature referred to and revised, and for purposes of practicality and 
comparative assessment of the paths of selected countries, we define the concept of collective 
strategy as it follows: 
1.  State catalyst - definition concerted with the key stakeholders of society (companies and 
their  associations  and  other  institutions)  of  strategic  objectives  for  competitiveness, 
growth and economic development; 
2.  State organizer and facilitator - implementation of the "Framework RIA", according to the 
following model of the OECD (2008: 17): 
Figure 1 - Elements integrating RIA 
 
Source: OECD (2008: 17) 
3.  State  foundational,  promoter  of  a  new  dominant  logic  -  be  able  to  ensure  that  the 
institutions responsible for turning vision into reality are willing and able to adjust to the 
changes required by a learning and innovation-driven economy (Dunning, 1997). 
The use of the "Framework RIA", proposed by the OECD (2008), for turning operative the 
concept of collective strategy is justified for the following reasons: it integrates elements of 
collective strategy – "involving stakeholders" (OECD, 2008: 17); it is a systematic tool of 
policy  and  an  instrument  of  analytical  report  (OECD,  2008:  14);  and  it  allows  objective 7 
 
evaluation of the route of selected countries, with particular regard to the presence or absence 
of a collective strategy.  
Emphasizing the need for consultation, participation and transparency, the same document 
(OECD, 2008: 71) says that “RIA can only be legitimate and efficient if it is integrated into 
public consultation procedures. The systematic integration of stakeholders’ views enhances 
the quality of RIA and data availability by incorporating comments from people that will be 
affected by the regulation”. 
Thus, although it does not replace the concept of collective strategy, which aims to represent a 
"philosophy"  of  management,  public  or  private,  the  "Framework  RIA",  being  a  tool, 
incorporates elements of collective strategy and enables to assess its existence or absence.  
In order to make relevant the possible correlation between this meaning of the concept of 
collective  strategy  and  economic  trends  of  selected  countries,  we  quote  from  the  OECD 
(2002b: 40): "Taken as whole, the country reviews demonstrate that countries with explicit 
regulatory  policies  consistently  make  more  rapid  and  sustained  progress  than  countries 
without  clear  policies.  The  more  complete  the  principles,  and  the  more  concrete  and 
accountable the action programme, the wider and more effective was reform”. 
 
1.2. Globalization and competitiveness 
The analysis of the effects of globalization on the competitiveness of companies and countries 
has been made by many authors and organizations, national and international. 
While recognizing the central and critical role of companies and their competitiveness in the 
process of wealth creation and the pursuit of increasing levels of productivity (Porter, 1990, 
2008), the attention will be focused on the competitiveness of Nations, because they are still 
the specific territorial dimension of States (Paquet, 2001). 
For  the  characterization  of  the  effects  and  the  challenges  of  globalization  at  the  level  of 
macro-competitiveness,  we  resort  to  the  contribution  of  Porter  (1998,  2003,  2008),  and 
specifically to the conceptual framework of the "Diamond", as it was outlined by Dunning 
(1997), for the relationship of the role of governments with the challenges of globalization 
and  macro-competitiveness,  specifically  in  the  context  of  clusters  development.  For  this 
purpose, figure 2 reproduces the chart presented by Dunning (1997: 122). 
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Source: adapted from Dunning (1997: 122) 
The analysis of the effects and the challenges posed by globalization at the macro level is also 
based  on  various  studies  of  the  OECD  (1992,  1999,  2003c,  2008b),  Fagerberg  (1996), 
Bourguignon  et  al  (2002),  Fischer  (2003),  Gardiner  et  al  (2004),  several  studies  of  the 
European  Commission  (2004,  2007,  2007b,  2007c),  World  Bank  (2005),  Alexander  and 
Warwick  (2007)  and  Baumann  and  Mauro  (2007).  It  reflects,  however,  our  own 
interpretations. 
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On the basis of the four faces of the "Diamond", we characterize the challenges posed by 
globalization: 
-  "Firm  strategy,  structure  and  rivalry":  We  have  been  watching  the  fragmentation  and 
internationalization of production and the extension of the value chain; the increase in the 
number and diversity of potential competitors, but at the same time, a growing concentration 
within industries; an increasing weight and power of multinationals (MNEs); the development 
of  business  networks  and  strategic  alliances;  an  extraordinary  and  rapid  dissemination  of 
knowledge, information and technological progress, resulting in the reduction of the life cycle 
of products, the proliferation of substitutes, differentiation, aggressive marketing, in short, a 
continuous pressure for innovation. All these factors contribute to the intensification of rivalry 
and for an environment of turbulence that hinder strategic planning.  
- “Demand conditions”: smarter and better informed consumers; buyers interconnected by 
business networks and strategic alliances, or holding positions of power in the market (MNEs 
and oligopolistic structures); powerful distributors who act simultaneously as competitors; 
more  disturbed  and  unpredictable  markets,  while  at  the  same  time  the  expansion  and 
diversification of markets make possible economies of scale and scope that potentiate supra-
normal profits. 
- “Factor conditions”: Fragmentation and internationalization of production, expansion of the 
MNEs and other forms of interconnection of markets, the accessibility of production factors, 
their availability and their mobility (physically or via powerful media), intensify the dispute 
for them and dilute the traditional comparative advantages of countries. Countries now have 
to compete, also, for the location, in its territorial area, of the critical factors - information, 
knowledge, organizational and social capital; created and general purposes inputs vs. natural 
resources. 
- “Related and supported industries”: Also in this perspective, the evolution has rendered 
towards complicated relations, generating knowledge and technological spillovers, imposing 
strategic alliances, and the creation of collective infrastructure which strengthen the links and 
synergies.  
The role of the State, in the face of this environment, is of special relevance to create and 
sustain an efficient economic system (Porter, 1990, 2008) and, according to Dunning (1997):  
  To develop and effectively communicate a distinctive and challenging economic vision; 10 
 
  To ensure that the institutions responsible for translating that vision into reality are both 
willing  and  able  to  adjust  to  changes  required  by  a  learning  and  innovation-driven 
economy;  being  the  responsibility  of  national  administrations  to  ensure  that  the 
availability, quality, and cost effectiveness of general purpose inputs match up to the 
standards of their global competitors; 
  To create and sustain an institutional framework that facilitates a continuous upgrading of 
the resources and capabilities within its jurisdiction; do everything to encourage, and 
nothing  to  impede  the  formation  of  micro-regional  clusters  development,  as  it  is 
becoming  increasingly  apparent  that  the  competitiveness  of  a  country’s  industries  is 
dependent not only on the efforts of the constituent firms, but also on ways in which they 
interact with their suppliers, customers, and competitors. 
From the analysis of the challenges posed by economic globalization, the correlation between 
its effects and the appropriateness of collective strategies should become clear, with the State 
having a fundamental role. 11 
 
2.  COMPARATIVE ANALYSES OF PORTUGAL, FINLAND, IRELAND AND SOUTH KOREA 
2.1. Methodological note 
The choice of these countries, in order to try to answer the essential question, lies on the 
following: Finland, Ireland and South Korea are cases of recognized success in the context of 
globalization and the characterization of their route will allow to draw conclusions regarding 
the presence or absence of a collective strategy and its impact on their competitiveness; they 
had at the beginning of the period considered (1975) similar economic structures and are 
small countries in the context of the Nations that make up the OECD. 
To ensure comparability of data and since we use RIA as an instrument for turning operative 
the concept of collective strategy, the OECD is the predominant statistical source. For the 
same reasons, to characterize their specific paths, we resort essentially to the OECD data and 
studies, albeit supplemented with other bibliographic references. Listed in alphabetical order, 
the bibliographical sources used are: 
  Portugal: Aguiar e Martins (2004), Banco de Portugal  (2002), European Commission 
(2007d), Franco (2008), Lains (2003), Lains et al (2004), Lopes (2004), Mateus (2006), 
OCDE (2003), OECD (2005b, 2008f, 2008h, 2008i); 
  Finland: OECD (2002, 2003, 2003b, 2005, 2008c); 
  Ireland: Government of Ireland, Department of Public Enterprise (2000), OECD (2001c, 
2008d, 2008g); 
  South Korea: Kim (2003), Lall (1997), OECD (1998, 2000, 2007, 2008e).  
It is not possible, given the necessary condensation of this summary, to make a synopsis of 
each  of  these  references,  nor  to  present  all  relevant  indicators  of  economic  comparative 
performance. Thus, the exposure will follow this arrangement: 
  Presentation of some tables of synthesis of the performance of the selected economies; 
  Individualization of the course specific to each country as to the adoption (or not) of a 
collective strategy and implementation of RIA, establishing its comparative chronology. 
In the third section we will formulate the quantitative evaluation of the impact of the presence 
of a collective strategy on the competitiveness (overall productivity) of these countries 
. 12 
 
2.2. Comparative economic performance  
Figure 3 illustrates, concisely, the evolution of overall productivity (GDP per capita), as well 
as the share of trade in GDP, of the selected countries, between 1975 and 2007. 
The progress registered in any of the countries is remarkable, in what concerns the evolution 
of GDP per capita in PPPs and the convergence to the OECD average; although, as to the 
degree of convergence and its pace, the differences are significant.  
Figure 3 – Economic evolution of the selected countries  
Country  Year  POP 
(10
3inh) 
GDP pc PPP 
relative 
(OECD=100) 






Portugal  1975  9093  57  3070  7463  22 
Portugal  2007  10608  69  22815  47136  36,3 
Finland  1975  4711  104  5588  11905  25,4 
Finland  2007  5289  105  34718  73969  43,2 
Ireland  1975  3177  70  3748  10716  42,9 
Ireland  2007  4339  135  45027  92499  74,1 
South Korea  1975  35281  28  1436  4333  31,1 
South Korea  2007  48456  81  24801  51286  45,2 
Sources:  OECD.stat, Country Statistical Profile, Factbook 2009, Economic Outlook 85 
POP – total population, in thousands of inhabitants; GDP pc PPP relative – relative GDP per capita in purchasing power 
parities (PPPs) (OECD=100); GDP pc PPP USD – GDP per capita in PPPs, in US dollars; GDP PPP p/ worker – GDP in PPPs 
per worker employed; Share of Trade – share of exports plus imports, in per cent of GDP 
Figure 4 shows other relevant indicators to assess the comparative competitiveness of the 
selected  economies,  notably  in  terms  of:  external  economic  relations,  net  saving,  and 
performance  of  the  public  administration,  external  debt,  a  technological  index  of  the 
manufacturing  sector,  human  capital  and  a  general  index  of  social  and  economic 
development. It is noticeable the weaker comparative performance of Portugal, in almost all 




Figure 4 – Economic evolution of the selected countries (continued) 
Country  Year  (X-M) 
/GDP 



















1975  -10.33  -4.08    3.93  (a) 29.85  68.82          0.79 
2007  -7.38  -9.42  87959  -4.35  45.78  71.07  50.56  199.44  2.80  14  0.90 
Finland 
1975  -6.13  -7.63    11.94  38.46  65.37          0.84 
2007  5.08  3.63  67991  13.55  47.33  41.46  26.60  122.10  20.10  36  0.94 
Ireland 
1975  -6.98  -1.36    8.64  48.74  (b) 62.16          0.81 
2007  10.69  -5.39  156591  12.37  35.73  28.34  29.58  851.12  11.50  32  0.94 
South 
Korea 
1975  -8.53  -8.43    11.37  17.90  5.23          0.71 
2007  0.83  0.56  119143  17.00  28.92  25.66  2.27  40.97  21.10  35  0.89 
(X-M)/GDP – external balance of goods and services, in per cent of GDP; Source: OECD National Accounts I 
BP/GDP – current account balance of payments, in per cent of GDP; Source: OECD Economic Outlook 
FDI – inward stock of FDI, in millions of USD; Source: OECD Factbook 2009 
SAVn/GDP – Saving, net, in per cent of GDP; Source: OECD Annual National Accounts II 
TEG – total expenditure of government, in per cent of GDP; Source: OECD Economic Outlook 
(a) – this figure refers to 1977 
GGFL – gross government financial liabilities, in per cent of GDP; Source: OECD Economic Outlook 
(b) - this figure refers to 1998 
GGED – gross government external debt, in per cent of GDP; Sources: OECD External Debt Statistics e Economic Outlook 
TED – total external debt, in per cent of GDP; Sources: OECD External Debt Statistics e Economic Outlook 
ICT VA – share of ICT manufacturing in total manufacturing value added, year 2006; Source: OECD.stat, Country Statistical Profile 
Pop TER – percentage of the 25-64 year-old population with tertiary level education attained, year 2007; Source: OECD Education at a Glance 2009 
HDI – Human Development Index; Source: Human Development Report 1990-2004, United Nations Development Programme 14 
 
Figure 5 illustrates the convergence of the OECD countries, relative to the USA, in terms of 
the gap (%) in GDP per capita in 2006 and the gap in average growth rate (%), between 1973 
and 2006, and it includes the selected countries. 
Figure 5 
 
Source: OECD 2008b: 33 
It is obvious the very high rate of growth of South Korea. For Ireland, the strong pace of 
growth and the high degree of convergence reached are noticeable. Finland is located slightly 
higher than the average levels, with respect to the two indicators. As for Portugal, though it 
stands above average in terms of differential growth, it is positioned well below in terms of 
the degree of convergence. 
Finally,  figure  6  illustrates  the  annual  rate  of  growth  of  GDP  per  capita  in  the  OECD 
countries, in the periods 1970-2006 and 2001-2006.  
It shows that Portugal grew in the period 1970-2006 at a faster rate than the USA, the OECD 
average and the EU15 average. But, in the period 2001-2006, Portugal had the second lowest 15 
 
rate of growth of all countries. Noticeable, once again, were the good performances of Ireland 
and South Korea, as well as the performance well above the average of Finland. 
Figure 6 
 
Source:  OECD 2008b: 14 
 
2.3. Collective strategy and implementation of RIA – comparative chronology  
Figure  7  shows  the  degree  of  implementation  of  RIA  in  OECD  countries,  including  the 
selected ones. 
Although,  as  it  is  stated  in  a  note  to  the  figure,  this  does  not  classify  the  specific  RIA 
processes in terms of their quality, it is worth to note the delay of Portugal in implementing 






Source: OECD 2009b: 99 
We state below, in relation to Finland, Ireland and South Korea and based on the bibliography 
referred  to,  their  specific  pathways  on  the  adoption  of  a  collective  strategy  and 
implementation of RIA. 
Finland – We can affirm, well-founded, that the presence of a collective strategy is a constant 
throughout the period considered, under the general principle of consensus building and the 
institutionalized  sharing  of  public  management  among  governments,  employers  and  trade 
unions. However, the OECD considers that the formal implementation of RIA occurred in 
1996 (OECD, 2003b), although not dismiss the steps since 1975. 
The OECD and the Government of Finland (OECD, 2003b) listed the following “Milestones 
in improving capacities to assure high quality regulation”: 
Figure 8 - Milestones in improving capacities to assure high quality regulation 
1975  Instructions on the Drafting of Government Proposals (i.e. HELO Instructions) 
1980  Reform to the HELO Instructions 
1981-87  Study of the Finnish law drafting 
1984-93  Norms Project 
1988  Act on the State Enterprises 
  Cabinet Committee on Public Management Reform 
1989-93  Licence Reform Project 
1992  Reform to the HELO Instructions 
1993  Government Resolution on measures to reform central and regional government 
1994  Comprehensive reform of the municipalities Act 
  Reorganization of key elements of the SOE sector (e.g. Forestry, Post and Telecommunications) 
1995  New Local Government Act 
  Further reorganizations within SOE sector 
1996  SME policy programme 
  Government Resolution to establish the Programme of the Government to Improve Law Drafting 
  Law Drafter’s Guide 17 
 
1997  The Regional Administrative Reforms: Law Drafter’s EU Guide; Participation Project. 
1998  New reporting system of performance measures 
  Instructions for Assessing the Economic Impacts of Legislation 
  Instructions for Assessing the Environmental Impacts of Legislation 
  Finish Checklist: On Quality Requirements of Proper Law Drafting. The Implementation of the OECD 
Recommendation in Finland 
  Government Resolution: “High-Quality Services, Good Governance and a Responsible Civic Society” 
1999  Cabinet Committee on Regional Development and Public Management Reform 
  Revised Act on the Openness of Government Activities 
  A Memorandum of the High-Level Working Group on Legislative Policy on the 
formulation of the Government Legislative Policy 
  “Hear the Citizen” project 
  Instructions on the Assessment of Business Impacts 
2000  Act on electronic service in the administration 
  New Constitution 
   Second Government Resolution, the II Programme of the Government to Improve Law Drafting 
  Law Drafter’s Constitution Guide 
  Reform of Central Government 2000-2001 
2001  Standpoint of the Ministerial Steering Group to the Reform of Central Government 
2002  A national portal on public sector information and its services 
  Recommendation on the Reform of the Central Government 
Source: OECD 2003b: 57  
 
Ireland – The first step towards the establishment of a collective strategy was given by the 
Programme for National Recovery, formulated in 1987 as a “partnership agreement” with the 
social partners (trade unions and employers). However, the strategic perspective of regulatory 
reform was formally introduced by the Strategic Management Initiative (SMI), an official 
document published in May 1994. 
Such strategic perspective was confirmed in 1996 by the government programme Delivering 
Better Government (DBG), and by the Public Service Management Act 1997. In 1999, the 
radical programme Regulatory Reform continued the implementation of RIA. 
Another milestone in formal institutionalization of a collective strategy was the creation of the 
National  Competitiveness  Council  in  1997,  which  includes  elements  of  the  business 
community,  trade  unions  and  public  officials,  its  mandate  being  to  examine  the 
competitiveness of the Irish economy and how it can be improved. 
The  major  Irish  steps  towards  the  “modernization  in  the  Irish  Public  Service”  and 
implementation of RIA, according to OECD (2008g), are listed in figure 9: 
Figure 9 – Irish Public Service modernization and implementation of RIA 
1985  Government  White  Paper  Serving  our  Country  Better:  A  White  Paper  on  the  Public  Service.  Placed 
emphasis on “managing for results, developing training and encouraging initiative”. 
1987  Department of Public Service abolished and functions integrated into the Department of Finance. 
1994  Establishment in January of Co-ordinating Group of Secretaries. 18 
 
  May: launch by then Taoiseach Albert Reynolds of the Strategic Management Initiative (SMI). 
  End year: departments start to produce Strategy Statements. 
1996  Publication of Delivering Better Government (DBG). 
1997  Public Service Management Act 1997. 
  Quality Customer Service Initiative and first publication by departments of individual Customer Service 
Action Plans. 
  Presentation of the first Strategy Statement under the Public Service Management Act 1997. 
1998  Government Approval given for Multi-Annual Budgets and enhanced Administrative Budgets. 
  Establishment of All Party Oireachtas Committee on the SMI (Note: the Joint Oireachtas Committee on 
Finance and the Public Service now deals with modernization and reform issues). 
1999  Design of new Civil Service policies and systems on HRM and Performance Management. 
  Government approval of Financial Management system. 
  Announcement of radical programme of Regulatory Reform. 
  Publication by departments of first Annual Reports under the terms of the Public Service Management 
Act 1997. 
2000  Launch of Performance Management and Development System (PMDS) for the civil service. 
2001  OECD report: Regulatory Reform in Ireland. 
Agreement on an Action Programme and National Action Strategy on Better Regulation. 
2002  Independent Evaluation on SMI (PA Evaluation). 
  Independent Evaluation on Quality Customer Service (Butler). 
  Independent Evaluation on Partnership (J.J. O’Dwyer and Associates). 
  Review of Partnership within the Civil Service (National Centre for Partnership and Performance). 
  Benchmarking Report. 
  European Union (Scrutiny) Act 2002. 
2003  Publication of Social Partnership Agreement Sustaining Progress – includes commitments in relation to 
public service modernization. 
  Establishment of Performance Verification Groups to monitor and report on progress in implementing 
the modernization agenda. 
2004  Publication of the Government White Paper, Regulating Better: this sets out a detailed Action Plan to 
advance regulatory reform. 
  Piloting of Regulatory Impact Analysis (RIA). 
  PMDS Evaluation (Mercer): main recommendation to integrate PMDS with wider HR system, including 
assessment systems. 
  Public Services Management (Recruitment and Appointments) Act. 
  Civil Service Code of Standards Agreed. 
2005  Integrated PMDS model: integration with increments, promotions, higher scales. 
2006  Publication of Social Partnership Agreement Towards 2016 
Source: OECD 2008g: 88 
 
South Korea – There has always been, in the period considered (1975-2007), a concerted 
strategy  between  the  State  and  the  Chaebols,  which,  having  been  the  source  of  benefits, 
including  strong  economic  growth,  was  also  a  cause  of  serious  problems,  including 
corruption, repression of civil and labor rights, suppression of free competition and excessive 
concentration of economic power.  
Already in the context of the radical change in governance following the crisis of 1997-98, 
President-elect Kim Dae-Jung has pursued this concerted strategy, congregating in January 
1998 with the leaders of the major conglomerates (Chaebols), to establish five tasks for the 
business sector: strengthening the accountability of controlling shareholders and management; 19 
 
enhancing  transparency,  the  key  element  being  the  introduction  of  mandatory  combined 
financial statements for the largest Chaebols; eliminating cross debt guarantees between firms 
affiliated with the Chaebols; improving the capital structure of firms; focusing the Chaebols 
on core activities, in part, through the Big Deals. This agreement (Big Deals), wide-ranging 
and far-reaching, set up in December 1998, between the government, creditor banks and the 
top five Chaebols, established a restructuring and sharing among Chaebols (via reciprocal 
mergers  and  acquisitions)  of  7  essential  industries:  semiconductors,  power-generating 
equipment,  petrochemicals,  aircraft  manufacturing,  railroad  vehicles,  ship  engines  and  oil 
refining. Examples of these Big Deals are: the merger of the semiconductor companies of 
Hyundai and LG to create the largest producer of DRAM chips in the world; the swap of 
Samsung’s car company for Daewoo electronics business. 
Besides pursuing this concerted strategy with the Chaebols, the State undertook a deep reform 
of the regulation from 1998 – carried out by the Regulatory Reform Committee of the Prime 
Minister's Office – including implementation of RIA, and focused on four strategic priority 
areas:  foreign  exchange  and  transaction  regulations  to  encourage  foreign  investment; 
industrial and land use regulations to liberalize business activities; monetary and business 
regulations  to  improve  industrial  competition;  and  procedures  and  regulations  related  to 
everyday life for the citizen. With a particular focus on deregulation, the Regulatory Reform 
Committee succeeded in halving the number of regulations on the books, from the 11,000 in 
existence in early 1998. 
This  profound  reform  of  regulation  approaches  South  Korea  of  OECD  regulatory  best 
practices, according to OECD (2007). 
 
Comparative chronology  
As  was  stated  in  section  1.1.,  in  relation  to  turning  the  concept  of  collective  strategy 
operative,  we  assume  the  adoption  of  RIA  to  be  an  essential  landmark  for  assessing  the 
existence or absence of a collective strategy. 
Figure 10 shows the year of adoption of RIA for different countries, according to the OECD. 
It includes Finland, Ireland and South Korea. Portugal is not included as it did not adopt RIA 
until the time the document was produced.  20 
 
Figure 10 – Year of adoption of RIA 
 
Source:  OECD 2002b: 40 
Searching for relating RIA adoption with the official documents that institutionalized it and 
with other documents or essential characteristics representative of the existence of a collective 
strategy, figure 11 states a comparative chronology. 
Figure 11 – Collective strategy with implementation of RIA: comparative chronology 
Countries  Introduction year  Landmarks 
Portugal  Never   
Finland  1996  HELO Instructions (1975, 1980, 1992); SME policy 
programme (1996) 
Ireland  1996  Programme for National Recovery (1987); Strategic 
Management Initiative (1994); Delivering Better 
Government (1996) 
South Korea  1998  Concerted strategy with the Chaebols since the years 70; 
Basic Act on Administrative Regulations (BAAR) (1997) 
 Source:  adapted from OECD 
Concluding this comparative analysis, we claim that being common to Finland, Ireland and 
South  Korea  the  adoption  of  a  collective  strategy,  though  with  specific  pathways  and 
processes, as opposed to its inexistence in Portugal, it is also common to those three countries 
a  better  economic  performance  than  the  Portuguese  one,  as  showed  by  the  economic 
indicators provided in section 2.2.  
To provide a clearer quantitative assessment of the economic impact of the existence of a 
collective strategy is the purpose of the next section.  21 
 
3.  ESTIMATE OF TFP GROWTH. REGRESSION ANALYSIS 
To  quantitatively  assess  the  impact  of  the  presence  of  a  collective  strategy  on  economic 
growth,  in  order  to  complement  the  comparative  analysis,  we  adopt  the  following 
methodology:  
1.  Considering  the  established  chronology,  we  estimate  the  contribution  of  total  factor 
productivity (TFP) for economic growth in Finland and Ireland, in the (identical) periods in 
which a collective strategy with implementation of RIA existed, and the same contribution in 
Portugal for the same period. 
The exclusion of South Korea of this analysis stems from the fact that the OECD does not 
provide data on the stock of productive capital in this country. It was also not possible to 
obtain these data from other sources, for unavailability or for not being comparable for the 
purposes of this analysis (Wölfl and Hajkova, 2007). 
2.  Based  on  those  estimates,  we  test,  by  regression  analyses,  whether  the  presence  of  a 
collective strategy had indeed a positive effect on growth of TFP and thereby on economic 
growth. 
3.1. Estimate of TFP growth  
In  order  to  calculate  the  contribution  of  TFP,  we  use  the  following  equation  of  growth 
accounting (OECD, 2003c): 
rTFP = rGDP – shK∙rK – shL∙rL 
Legend: 
rTFP: dependent variable; instantaneous annual rate of growth of TFP  
rGDP: instantaneous annual rate of growth of GDP, at constant prices 
shL: annual average [(initial value + final value)/2] of the share of labor in GDP, at cost of factors 
shK : annual average [(initial value + final value)/2] of the share of capital in GDP, at cost of factors 
rK: instantaneous annual rate of growth of the stock of productive capital (variable KTV) 
rL: instantaneous annual rate of growth of the total hours worked (variable HRT) 
Notes:  
1)  Instantaneous rates of growth calculated (rX = d(lnX)/dt, with X = {PIB, K, L}) 
2)  Source for the variable GDP at constant prices (GDPV): OECD Economic Outlook 85 
3)  Source for the variable shL: OECD.stat, Unit Labour Costs Dataset 
4)  shK calculated by difference (shK = 1 – shL) 
5)  Source for the variable KTV: OECD Economic Outlook 85 
6)  The variable HRT is calculated as follows: HRT = ET x HRS, ET representing total employment in the 
economy (including self-employment), in nr. of persons, and HRS representing the average nr. of hours 
actually worked per year and per person employed (including self-employment); sources: variable ET – 
OECD Economic Outlook 85; variable HRS – OECD Factbook 2009 
It is important to clarify some methodological issues relating to the above equation and the 
calculations. Thus: 22 
 
a)  That  equation  calculates  the  so-called  “Solow  residual”  (the  value  of  rTFP)  and  it  is 





Y is the aggregate output in volume  
A is a parameter representing the state of technological efficiency in the economy 
K is the volume of productive capital 
L is the volume of labor  
α and (1-α) are parameters representing, respectively, the partial elasticity of output with respect to capital and 
the partial elasticity of output with respect to labor  
- The parameter A being an exogenous variable not directly measurable, rTFP (= (dA/dt)/A) 
represents the growth rate of technological efficiency in the production of goods and services 
(commonly denominated total factor productivity) and is residually determined; 
- Under pure competition, the parameters α and (1-α) correspond, respectively, to the share of 
capital income and labor income in output. Given the difficulty of their estimation (OECD, 
2003c), we use shK and shL as their proxies. 
The values of shL (share of labor costs in GDP) are those available in OECD.stat, Unit Labor 
Costs Dataset, being replicated in many other publications of the OECD (2008b). ShK values 
are obtained by difference (shK = 1 – shL). 
b) The measure of the volume of labor is the number of hours actually worked per year by the 
employed  workforce  (including  self-employment),  since  only  this  measure  reflects  the 
variations in the amount of labor used in production; thus, rL is the growth rate of the total 
number of worked hours. 
c)  As  to  the  measure  of  the  volume  of  capital,  we  use  the  one  provided  by  the  OECD, 
according to the methodology defined in OECD (2001b), Schreyer (2004) and Wölfl and 
Hajkova (2007). This measure corresponds to the concept of “productive capital”, that is, 
volume of capital services available for the production of goods and services.  
Given the used methodology, this measure takes into account (Schreyer, 2004; Wölfl and 
Hajkova, 2007): differences in the level of technical efficiency of each type of capital goods, 
according to their age; the same differences between successive generations of the same type 
of  assets;  and  also  such  differences  and  their  development  between  the  various  types  of 
capital goods. That is, this measure aims to quantify the effects of wear of capital over time 
(wear and tear), but also the effects of technological progress in the technical efficiency of the 
capital, dissimilar among the different types of assets (OECD, 2003c; Schreyer, 2004; Wölfl 23 
 
and  Hajkova,  2007).  Therefore,  this  measure  of  capital  captures  the  effects  of  technical 
progress "embodied" in capital goods (OECD, 2003c). 
So, in conclusion, the equation of growth accounting and the measures of volumes of capital 
and labor, and of shares of labor and capital in GDP, here used, lead to an estimate of the 
contribution of total factor productivity (rTFP) that captures any possible effects of economies 
of scale, the effects of technological progress in the technical efficiency of labor, but not the 
same effects on technical efficiency of capital; and that reflects the distribution of income 
(total remuneration) between capital and labor in national accounts. 
Figure  12  displays  the  results  of  the  calculation  of  the  contribution  of  TFP  in  the  three 
countries. The period considered is the one corresponding to the existence of a collective 
strategy with implementation of RIA in Finland and Ireland (as opposed to its absence in 
Portugal).  
Figure 12 – Estimates of rTFP 
Year  Portugal  Finland  Ireland 
1996  3,6  2,1  3,0 
1997  2,6  2,7  7,4 
1998  1,6  2,8  3,8 
1999  0,3  0,7  3,3 
2000  2,4  3,4  1,9 
2001  -0,8  1,3  0,6 
2002  -0,6  0,9  2,5 
2003  -0,1  1,7  1,4 
2004  -0,1  2,9  0,4 
2005  0,8  1,3  1,3 
2006  0,4  2,6  1,2 
2007  2,7  1,8  1,1 
Average  1,0  2,0  2,3 
 
It should be noted the strong variations of the contribution of TFP in the three countries, with 
emphasis on the negative contributions in Portugal, between 2001 and 2004.  
It is noticeable, on the other hand, the lower average level of contribution of TFP in Portugal, 
compared  to  the  ones  calculated  for  Finland  and  Ireland.  Whether  this  difference  is 
statistically significant, that is, if it is possible to conclude, with a high degree of confidence 
that the average level of contribution of TFP in Finland and Ireland, is higher than in Portugal, 
is the major objective of the following regression analysis. 24 
 
3.2. Regression analysis  
The hypothesis we want  to  test  is  that the existence of  a collective strategy (as  defined) 
accelerates  the  pace  of  economic  growth,  via  total  factor  productivity,  i.e.  progress  on 
technical efficiency of labor and economies of scale. 
It  should be noted  that  this  shouldn’t be  the only impact of the presence of a  collective 
strategy, because the existence of a concerted strategy between the State and companies and 
other  institutions  can  encourage  investment  growth  (via  expectations  and  incentives)  and 
thereby  contribute  to  a  faster  economic  growth.  However  there  seems  to  be  no  way  to 
establish with accuracy and precision the causal link between the pace of investment and the 
existence of a collective strategy. 
So, what  we try to measure here is  just one of the channels  of influence of a collective 
strategy on economic growth. 
To  this  end,  it  is  assumed  that  the  total  factor  productivity  growth  is  the  sum  of  two 
components: one that translates the growth not dependent on a collective strategy; and another 
that reflects the effects of its existence. That is: rTFPit = αit + βECit + uit, where EC represents 
a dummy variable which takes the values 1 (presence of a collective strategy) and 0 (absence 
of a collective strategy). 
Figures 13 and 14 show the results of our regression analysis. In the 1
st estimation (figure 13), 
we used the ordinary least squares (OLS) method. In the 2
nd (figure 14), we applied the same 
method  but  with  correction  of  estimators’  variances  and  covariance,  according  to  the 
methodology of Newey-West. 25 
 
Figure 13 – OLS Estimation 
Dependent Variable: RPTF     
Method: Least Squares     
Sample: 1 36       
Included observations: 36     
         
          Variable  Coefficient  Std. Error  t-Statistic  Prob.   
         
          C  1.049048  0.423066  2.479631  0.0183 
EC  1.114140  0.518148  2.150233  0.0387 
         
          R-squared  0.119707     Mean dependent var  1.791808 
Adjusted R-squared  0.093816     S.D. dependent var  1.539539 
S.E. of regression  1.465544     Akaike info criterion  3.656283 
Sum squared resid  73.02589     Schwarz criterion  3.744257 
Log likelihood  -63.81310     F-statistic  4.623503 
Durbin-Watson stat  1.292956     Prob(F-statistic)  0.038736 
         
           
 
Figure 14 – OLS estimation with Newey-West HAC Standard Errors & Covariance 
Dependent Variable: RPTF     
Method: Least Squares     
Sample: 1 36       
Included observations: 36     
Newey-West HAC Standard Errors & Covariance (lag truncation=3) 
         
          Variable  Coefficient  Std. Error  t-Statistic  Prob.   
         
          C  1.049048  0.532440  1.970264  0.0570 
EC  1.114140  0.657849  1.693610  0.0995 
         
          R-squared  0.119707     Mean dependent var  1.791808 
Adjusted R-squared  0.093816     S.D. dependent var  1.539539 
S.E. of regression  1.465544     Akaike info criterion  3.656283 
Sum squared resid  73.02589     Schwarz criterion  3.744257 
Log likelihood  -63.81310     F-statistic  4.623503 
Durbin-Watson stat  1.292956     Prob(F-statistic)  0.038736 
         
           
 
The results point to the following conclusions: 
1 – The impact of a collective strategy (binary variable) on total factor productivity growth is 
positive,  i.e.  the  coefficient  of  the  dummy  variable  is  positive,  as  we  conjectured.  The 
presence of a collective strategy increases, on average, the rTFP by 1.1 percentage points. 26 
 
2 – This coefficient is statistically significant, i.e. it can be concluded that the presence of a 
collective  strategy  has  positive  impact  on  growth  of  total  factor  productivity,  using  the 
respective  unilateral  test  of  individual  significance,  run  with  the  T-statistic  and  a  5% 
significance  level.  Note  that  this  result  is  confirmed,  i.e.  the  coefficient  is  statistically 
significant,  considering  variances  and  covariance  corrected  according  to  the  Newey-West 
method, consistent with the hypothesis of joint heteroscedasticity (since the data are from 
three  different  countries)  and  autocorrelation  (given  that  each  country  has  12  annual 
observations) of random perturbations. 27 
 
CONCLUSION 
Considering  the  definition  of  collective  strategy  that  we  proposed,  for  the  purposes  of 
characterization  and  comparison  of  the  pathways  and  economic  performance  of  the  four 
selected countries (Portugal, Finland, Ireland and South Korea), i.e., “State catalyst”, “State 
organizer  and  facilitator”  (with  implementation  of  the  “Framework  RIA”)  and  “State 
foundational”,  and  taking  into  account  the  comparative  analysis  and  the  conclusions  of 
regression analysis, we are now able to answer the central question: “Does the existence of a 
collective strategy, understood as a concerted strategy between the State and companies, their 
associations  and  other  institutions,  produce  significant  impact  on  the  competitiveness  of 
Nations? 
Indeed, by considering: 
- Either the competitiveness of Nations in the "Porterian" sense, that is, ever increasing levels 
of overall productivity (GDP per capita); 
- Or the capacity of the different countries to meet the challenges of globalization and seize 
the  opportunities  that  it  engenders,  reflected  in  their  current  account  balances  and  in  the 
evolution of their commercial and financial relations with the outside world; 
-  And  yet  the  levels  of  efficiency  (balance  between  costs  and  benefits  of  action)  and 
effectiveness (achievement of objectives) of the State, translated into the level and quality of 
implementation of RIA; 
It becomes possible to conclude, based on comparative analysis carried out, that Finland, 
Ireland  and  South  Korea,  had  consistently  and  systematically  achieved  better  economic 
performance than Portugal, in the periods in which they had a collective strategy, as opposed 
to its absence in Portugal. 
It can also be stated, based on regression analysis made, that one of the positive impacts of the 
existence of a collective strategy on economic growth (and consequently  on the GDP per 
capita) is accomplished via total factor productivity, i.e. growth of technical efficiency in the 
production of goods and services. 
These  findings  seem  to  advise  to  implement  and  institutionalize  a  collective  strategy  in 
Portugal, so to ensure a better economic performance, notably in terms of competitiveness, 
growth  and  economic  development  and  in  particular  in  the  face  of  the  challenges  of 
globalization.  28 
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